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Four parts

1. Statistical examination of economic downturns: 1978 — 2006

2. Close look at the Great Recession and its slow recovery: 2007-2014
3. Case studies of:

« Charlotte

e C(Cleveland

« Detroit

e Grand Forks
« Hartford

e Seattle

4. Literature review
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The Big Questions

Why some metropolitan regions are resilient in the face of
economic adversity, while others are not?

What is the role of public policy and intentional activity in
achieving resiliency?

What strategies and policies can regions pursue to help bring
about economic resilience and long-term economic health?

What are the implications for economic development
policymakers and practitioners?
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Two types of economic adversity
Sudden shocks
e National economic shocks
« National industry shocks

* Regional shock to an export industry

 Natural disaster

Chronic economic distress
 Long term economic stagnation, slow stable growth or decline
* National secular decline in export industry
« Secular change in region’s competitive advantage
« Exhaustion or irrelevance of traditional natural resource

» Impact of product cycle on region’s product portfolio
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Theme
Little that state and local public policy and intentional activity can do to
offset cyclical shocks once they have occurred
« Safety nets, Budgetary rainy day funds
e Attempt to maintain public employment

Public policy affects long-run competiveness, avoiding downturns, or
accelerating recovery

Different roles by level of government and by time period

« Federal government: Monetary policy & fiscal policies; not
available for state and local governments ~ no local currency

« States have some limited ability to engage in bonded
infrastructure, cities may be able to maintain building programs
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State and Local: Long-term, structural
Ability to change with changing circumstances [markets]

Most important actions of existing private firms through innovation:
« Development of new products and services

Entrepreneurship
New firm attraction

« Education & workforce development
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The four Ps that create value
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Framework For Economic Development Provides Useful Context About

Focus

Economic
Growth
Drivers

Objective of the
Strategy

Supply-driven <€

The Strategy

SHORT TERM
1-5Years

Transactions
Marketing Current Assets

Retention, expansion and
attraction of companies

based on the region’s current

assets

TRANSACTIONAL
EXCELLENCE:

Leverage existing assets and

incentives to maximize the
success of each retention,
expansion and attraction
transaction

INTERMEDIATE TERM
5-10 Years

Interventions
Strengthening Regional
Competitiveness &
Industry Dynamics

The success of a regional
portfolio of companies and
products, people and places

STRATEGIC INVESTMENT:
Invest in interventions that
improve and sustain the
diversity or quality of the
region’s companies,
products, people and places

Coordinate, augment and/or
collaborate to enhance
public sector efforts

> Demand-responsive

LONG TERM
10 — 20 Years

Investments
Changing the Quality of the
Assets

Improved quality of assets
including people, place and
knowledge

STRATEGIC ADVANTAGE:

Invest in interventions that
improve the quality of the
region's assets

Advocate to influence and
innovate public policy
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Shocks
Regions are resistant to 47% of all shocks

Those that are shocked are resilient 65% of the time to all
shocks

National downturns resilience is closer to 80% shocks

Return to growth path of GMP quicker than to employment
growth path

Return to growth rates quicker than to levels

Education and industry structure: Low education levels
more likely to be shocked but quicker to rebound; similar to
manufacturing ~ cyclical shocks, not structural shocks
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Chronic Distress

89 metros ~25% chronically distressed or slow growing
30% of times of chronic distress follow non-resilient shock
Nearly half eventually recover

Required restruture employer base

Causes:

Low educational attainment

Sticky wages

High manufacturing dependence

11
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Great Recession
National downturn 2008 and 2009, near second dip in 2011
More than 90% of metropolitan areas affected
Resilient in 79% of the cases

Longer recovery period by a half-year
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Columbus during the Great Recession

Columbus United States
Growth Rates Growth Rates

Year Cycle Status 8-Year 1-Year |CycleStatus  8-Year 1-Year

2005 2.8% 1.2% 2.9% 3.2%

2006 5 2.2% 0.5% 1 2.7% 2.5%

2007 7 1.8% 1.1% 1 2.4% 1.6%

2008 6 1.0% -3.4% 5 1.7% 2.1%

2009 8 0.8% 0.9% 6 1.4% -1.7%

2010 7 0.5% 1.6% 3 1.5% 2.1%

2011 7 0.6% 1.5% 1 1.2% 0.5%

2012 3 0.8% A4.T% 1 1.0% 2.1%

2013 1 1.1% 3.8% 1 0.9% 2.3%

2014 1 1.4% 2.8% 1 0.9% 2.2%
Resistant, Growing 1 Resistant to a downtum or shock with a positive 1-year annual growth rate
Resistant, Declining 2 Resistant to a downtum or shock with a negative 1-year annual growth rate
Resilient 3 8-year annual average growth rate equals the 8-year rate for the year the downturn occurred within the appropriate 4-year recovery window
Not Resilient 4 8-year annual average growth rate did not equal the 8-year rate for the year before the downturn occurred within the appropriate 4 year recovery window
New Downtum 5 The year before a downturn occurs the region's cycle status is either: Resistant, Resilient, or Not Resilient
Follow-on Downtum ] A downturn is registered while the region is still within a recovery window from a previous downtum
Recovering 7 The region suffered a downtum in a previous year and is still within the appropriate 4-year recovery window and the 1-year growth rate is positive
Continued Decline 8 The region suffered a downtum in a previous year and is still within the appropriate 4-year recovery window and the 1-year growth rate is negative
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Anmual (irowth Rates in fross Product in the United S4ates and Seven Metropolitan Areas from 2006 o 2011
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Economic development policy
Northeast Ohio:

$67.6 million spent on economic development [excluding
education, infrastructure, and local government employment

& Incenitves]

GMP is $185.6 billion
Economic Development infrastructure is 0.04% of GMP

15



JOHN GLENN COLLEGE OF PUBLIC AFFAIRS AND
THE OHIO STATE UNIVERSITY

OHIO MANUFACTURING INSTITUTE

Economic development policy
Human capital:
Education and workforce
Expectations and attitudes

Infrastructure
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Economic development policy and practice
Operates on the margins with incremental investments

Goal: Change & diversify the product portfolio

Address market failures: Information, transactions costs,
minimize investment risk; sales function is needed

Be a problem solver
Advocate for workforce and infrastructure investments
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